
~legation: The forecasted drop in cellular prices
indicates that the wholesale carriers' prices today are
excessive.

Response: The FCC, as predicted by Dr. Hausman and the

wholesale carriers' witnesses, anticipates that pes and other

CMRS will provide additional competition and price pressure on

cellular services. lll Thus, it will come as no surprise to the

FCC that Dr. Hausman, Mr. Brennan and Mr. Schulman all agree

that, with these new competitors, future prices for cellular

service could drop as much as 25%. (Indeed, the FCC has relied

on the expert testimony submitted by Dr. Hausman in earlier

proceedings regarding competition in the cellular industry.)lll

Moreover, as noted in Springwich's Reply Brief, Section IV,

the FCC has not found the anticipated drop in cellular prices or

the absence of full competition in the wholesale cellular market

to warrant rate regulation of cellular carriers. lll Indeed,

applying a similar standard to that which will be applied to

state petitions, the FCC determined that the impending arrival of

additional competition makes forbearance from tariff regulation

for cellular carriers in the pUblic interest. ill

ll/ In the Matter of Amendment of the Commission's Rules to
Establish New Personal Communications Services, Notice of
Proposed Rulemaking and Tentative Decision, 7 FCC Rcd. 5676, 5690
(1992) (" PCS Notice"), Second Report and Order, 8 FCC Rcd. 7700,
7710 (1993) (" PCS Second Report and Order"), LF # 21.

III

.til

See, e.g., Second Report and Order at n.305.

Springwich Br. at 21-22; Second Report and Order at ~ 177 .

Id.
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V. UNREGULATED ACTIVITIES

Allegation: Retail rates have not declined and are priced
below cost.

Response: (1) The basic rate plans offered by Resellers

coday deliver more value to end users today than in 1985 for the

same price. The retail cellular market is not at issue here.

However, what evidence was admitted in the record concerning this

unregulated marketplace demonstrates a very competitive

environment with resellers constantly introducing new pricing

plans in response to consumer demand. Consumers now have access

to a myriad of pricing plans providing lower cost cellular

service then ever before. In addition, adjusting for inflation

and the increased network coverage, the value provided to end

users has increased over time while the real versus nominal cost

of the basic rate plan actually has decreas~d, Tr. at 216-17.

Despite these undisputed facts, the Resellers contend that the

price of the basic rate plan offered by the retail affiliates of

the wholesale carriers have not decreased. Reseller Br. at 8,

18. The basic marketing strategy to offer new rate plans at

different levels instead of modifying a single rate plan unsuited

to every customer is not unique to the retail carriers affiliated

with the wholesale carriers. As Resellers witness McWay

testified, Connecticut Telephone has elected not to change the

price of its basic plan since service was initiated. Tr. at 844.
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(2) Retail prices are not set below the resellers' cost.

Allegations that the retail affiliates of the wholesale carriers

price their services below their wholesale costs are wrong. In

pre-filed testimony, Mr. Hatten of Connecticut Telephone alleged

that Springwich's affiliate, Linx, is pricing certain of its

retail services below its cost to provide the service. Resellers

TE-13. Mr. Hatten, however, made a number of significant errors

in his calculations, all of which tend to decrease the estimate

of revenue and increase the estimate of cost. If corrected to

reflecc consistent assumptions of the average usage per month in

Mr. Hatten's revenue calculation, and to reflect the tariffed

wholesale costs incurred by Linx for the service, the example

cited by Mr. Hatten shows a profit, even without adjustment of

the grossly inflated figure he used as the per customer marketing

expense for the service. The $700 per customer marketing

estimate assigned by Mr. Hatten was "extremely high" according to

Mr. Bluemling's public testimony (Tr. at 403), and in the

protected session Mr. Bluemling provided an actual estimate

which, without revealing the proprietary figure, shows that Mr.

Hatten's estimate is several times the actual incremental cost.
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Tr. at 1207. Therefore, when Mr. Hatten's numbers are adjusted

to meet the actual incremental cost/ the Linx profit becomes

substantial:

Number Charge Revenue
Airtime Revenue
TOTAL REVENUE

Number Charge Cost
Airtime Cost
TOTAL COST OF SERVICE

GROSS PROFIT

Marketing Expense
(Per Resellers TE-11)

TOTAL PROFIT

Per Month

$14.95
$19.50
$34.45

$14.40
$ 4.94
$19.34

$15.11

48 Months

$ 717.60
$ 936 .OO.!!!
$1,653.60

$ 691.2012/
$ 237 . 12ll/

$ 928.32

$ 725.28

$ 700.00

$ 25.28

If Mr. Hatten's estimate of the marketing expense is adjusted to

the actual level, the total profit line per customer will

increase manyfold. Tr. at 1207. Spread over thousands of

subscribers to whom this plan will be attractive, the results are

III Using the 26 minute per month airtime estimate Mr. McWay
agreed was Mr. Hatten's assumption in his cost calculation x
$0.75/minute rate. Tr. at 886. Springwich notes that Mr. Hatten
decreased his average airtime assumption in this proceeding from
the 30 min/month estimate he used in Docket No. 90-08-03 to 26
min/month. As Mr. McWay conceded, this charge would decrease Mr.
Hatten's calculation of Linx/s revenue, thereby inflating his
loss estimate. Tr. at 888.

ll! Using the correct tariff rate of $16/month access charge
plus the tariffed 8.5% usage discount and 1.5% length of service
discount. Springwich TE-17-02 (effective tariff rates). As Mr.
McWay again conceded, if tariffed promotions and discounts are
not considered, estimates of cost will be inflated and the
calculation of profitability of the service distorted downward.
Tr. at 888-89.

ll/ Assumes 80% peak/20% off-peak usage.
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Allegation: The bundling of cellular equipment and cellular
services at the retail level is discriminatory.

Response: Reseller witness McWay incorrectly attributes the

practice of bundling cellular equipment at the retail level to

the wholesale carriers. See Resellers TE-13 at 3; Tr. at 834.

As demonstrated by Mr. McWay's testimony and the examples of his

efforts to purchase both retail cellular service and a cellular

telephone from Sound Playground and Nobody Beats the Wiz,

bundling occurs at the point of purchase -- the retail

distribution level and not at the wholesale level. Resellers

TE-13 at 4. The record confirms that Springwich, as the

wholesale carrier, does not have any involvement in retail or

equipment sales. Tr. at 81. Furthermore, Dr. Hausman testified

that the practice of bundling equipment with cellular services is

pro-competi~ive. Tr. at 512. In California, where bundling is

prOhibited, Dr. Hausman testified that consumers pay twice as

much for cellular telephones as they pay in Connecticut and that

cellular prices in California are among the highest in the

nation. Tr. at 412, 514. The Resellers' encouragement of

regulatory policies that will increase costs to consumers

strikingly demonstrates that the Resellers' position in this

proceeding is protectionist and not in the best interest of the

consumer.

In addition, as discussed below, the FCC shares Dr.

Hausman's view and has found the practice of bundling retail

cellular services and handsets to be in the public interest. In

a 1992 decision, the FCC found that the high price of cellular
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customer premises equipment ("CPE") presented the "greatest

barrier" to sUbscription to cellular service. V Significantly,

in that same proceeding, the U.S. Department of Justice filed

comments at the FCC that described bundling as an

efficient promotional device which reduces barriers to
new customers and which can provide new customers with
CPE and cellular service more economically than if it
were prohibited. V

In reaching its decision to permit cellular equipment

bundling, the FCC addressed the same argument raised by the

Resellers in this proceeding -- that bundling has an anti-

competitive effect on resellers. After weighing the resellers'

claims, the FCC concurred with the recommendation of the Federal

Trade Commission and the Department of Justice that the most

efficient government policy is to allow firms the ability to

choose how to distribute t~~ir own products.~! The FCC also

found that the possibility of harm to certain types of cellular

retailers does not provide a basis for a rule prohibiting

bundling that would limit the use of a "potentially efficient

contract and retail distribution system".!! Having thereby

already rejected the arguments raised by the resellers, the FCC

would clearly reject any argument by the Department for continued

1! In the Matter of Bundling of Cellular Customer Premises
Equipment and Cellular Service, Report and Order, 6 FCC Rcd.
4028/4030 (1992).

i/ Id.

i/ Id. at 4032.

!/ Id.
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rate regulation of wholesale carriers predicated on the retail

issue of bundling of cellular equipment and services -- assuming,

of course, that the Department would raise an argument so

unrelated to continued regulation of wholesale rates.
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Allegation: The retail affiliate of Springwich receives
preferential placement of advertising in the Yellow Pages.

Response: The placement and price of Yellow Pages

advertising is unrelated to the operations of the wholesale

carriers. The record reveals that Springwich is not involved in

Yellow Pages subscribership. Tr. at 80. Resellers are free to

advertise in the Yellow Pages and to select the size and

placement of the advertisement that best fits their marketing

needs. Tr. at 80. acc's unsupported allegation that the cost

for a reseller to obtain a specific Yellow Pages advertisement is

"cost prohibitive" certainly does not demonstrate anti-

competitive conduct -- indeed, if this were the case, the

Department would have to regulate all third party suppliers of

services purchased by every single reseller in the state. acc

Br. at 19. The record lacks the evidence necessary to makr that

quantum leap. Even if such evidence were presented, however, it

would not provide a basis for continued rate regulation of the

wholesale cellular carriers who have no involvement in Yellow

Pages advertising.
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~legation: Springwich's decision not to offer equal access
is anti-competitive and should be corrected by regulatory
oversight by the Department.

Response: Springwich, as a non-Bell operating company, is

not governed by the Modification of Final JUdgment, and is

therefore not required to offer cellular subscribers equal access

to interexchange carriers. As the FCC noted in a recent Notice

of Proposed Rulemaking, the decision to direct interstate calls

to a single interexchange carrier is not unique to Springwich and

is being addressed by the FCC. LF #21; See In the Matter of
-

Equal Access and Interconnection Obligations Pertaining to

Commercial Mobile Radio Services, Notice of Proposed Rule Making

and Notice of Inquiry, CC Docket No. 94-54, RM-8012 (reI. July 1,

1994). Furthermore, any requirement that Springwich provide

equal access is a federal interstate issue. Because the issue of

equal access is actively pending before the FCC, a petition to

the FCC based on Springwich's lawful decision not to offer equal

access is unlikely to meet the FCC standard for continued rate

regulation.
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Allegation: End users are dissatisfied with retail cellular
rates.

Response: The double digit growth in cellular subscriber-

ship on its face refutes the AG's generalized claim that

consumers are any more dissatisfied with retail cellular rates

than they are dissatisfied generally with the prices of other

goods and services. AG Br. at 19-20. Cellular sUbscribership

continues to escalate. Furthermore, as acknowledged by the AG's

Brief, many of the resellers have begun to offer rate plans that

meet increasing service demands. ~G Br. at 20. This market

response demonstrates that market conditions in Connecticut are

protecting subscribers and serving their needs. Furthermore, as

Dr. Hausman and the carriers testified, a decision by the

Department not to petition the FCC is likely to further

accelerate ~ompetition and lead to further wholesale price

reductions that can be passed on to end users by the

resellers .11

11 Significantly, Resellers witness McWay testified that
reductions in wholesale rates only were passed on to selective
users and not to individual users. Tr. at 844.
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VI. MISCELLANEOUS

Allegation: Springwich has not rebutted specific
allegations of anti-competitive conduct raised by the witness for
Escotel Cellular.

Response: OCC's Brief raises several isolated events of

alleged anti-competitive conduct that do not demonstrate anti-

competitive conduct or discriminatory practices but rather

reflect a single reseller's -- Escotel Cellular's -- current

financial difficulties. Tr. at 1020-21. Although the Escotel

Cellular witness attempted to deflect his financi~l problems to

Springwich, those problems are not the result of Springwich

policies. To the contrary, as Mr. Escobar himself admitted,

Springwich provided Escotel Cellular with financing when it

sought to become a cellular reseller. Tr. at 1051, 1680-81.

Furthermore, the actual agreements that govern that financing,

and to which Mr. Escobar attributed all manner of evils,

demonstrate that those agreements QQ not in fact contain the

restrictive provisions Mr. Escobar testified they contained.

LF #42.

First, rather than restricting Escotel Cellular from

switching end user customers from Springwich's wholesale services

to Metro Mobile/BAM as Mr. Escobar testified, Tr. at 1056, 1085,

the agreements expressly acknowledge that Escotel Cellular and

The Phone Extension may have customers on both systems. Tr. at

1681-82. Second, the agreements contain a standard claims waiver

commonly contained in loan documents concerning claims arising

from the amounts ow~ng. Tr. at 1682. Third, the agreements did
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not restrict, nor has Springwich attempted to restrict, Mr.

Escobar's participation in Department proceedings. Tr. at 1683.

Indeed, Springwich's policy not to interfere or impede access of

Resellers to the Department, Tr. at 1683, is self-evident from

the resellers' active participation in this proceeding and in

every other proceeding in which cellular matters have been

addressed before the Department. Fourth, the confidentiality

provisions that Mr. Escobar alleges other resellers have signed,

Tr. at 1029, are executed only in security agreements (which not

all resellers have executed), and then are included at the

reguest of ~ reseller. Moreover, such provisions bind

Springwich as well as the reseller. Tr. at 1710-11. Finally,

despite Escotel Cellular's contentions regarding Springwich's

credit policy, Escotel Cellular has received significant credits

from Springwich. Tr. at 1684.

Springwich is sYmpathetic to the fact that Mr. Escobar's

financial problems, and the fact that his personal financial

status is at risk, may color his view of his largest creditor and

have resulted in his recitation of the events surrounding his

financial and other arrangements with Springwich. Nevertheless,

the Department should weigh his evidence and credibility in light

of those circumstances. See Taylor v. Corkey, 142 Conn. 150, 154

(credibility of witnesses must be weighed) i New Haven Water Co.

v. Public Util. Comm'n, 30 Conn. Supp. 149, 151 (weight and

credibility of evidence are within the province of the

Commission). Indeed, as the record reveals, Escotel's success
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(and the success of all its resellers) is in Springwich's best

interest. Tr. at 1625. Unfortunately, the opportunity to resell

cellular services is not a guarantee for financial success, it is

merely an opportunity, and Springwich cannot continue to provide

financial support when a financial problem appears to be an

irremediable situation. As the FCC has stated:

we have never guaranteed that any reseller would make a
profit. [Citations omitted.] A reseller is only
guaranteed an opportunity to resell the cellular
services of all facilities-based carriers on the same
terms and conditions that carriers provide to their own
customers. Profitability for_the reseller as well as
for the carrier will be based on the abilitl to operate
successfully in a competitive environment.!

The Department, through continued rate regulation, cannot

guarantee a single carrier's success nor should it base a

petition to the FCC on such an effort.

1/ Resale Policy Order at 1726.
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~legation: The wholesale carriers have failed to support
the resellers.

Response: As wholesale carriers' witnesses testified, it is

in the carriers' best interests to support resellers of their

services and to assist them to expand their customer base. Tr.

at 1625. The record is replete with evidence of the various

forms of support provided by Springwich to all its resellers

including, but not limited to, reduced roaming charges, free

demonstration lines, promotional literature and, at times,

financial assistance. 2/ Tr. at 1635-36. Springwich's

willingness to support its resellers and this close working

relationship, however, has been transmogrified by the resellers

into allegations the evidence will not bear.

An accurate review of the record reveals no intention by the

wholesale carrier to target customers of resellers. As witness

McWay acknowledged, the wholesale carriers are not in a position

even to know who the retail customers are. Tr. at 826.

Furthermore, as unregulated service providers operating in a

competitive market, the resellers are free to choose their own

service rates and to design their own marketing strategies. The

2./ In addition, the resellers cannot legitimately deny that
Springwich has zealously sought to protect confidential
information both as to its own financials and as to its resellers
in this proceeding. See, e.g., Springwich TE-6, TE-17-05;
(listing of resellers anonymously by number not name). The
inadvertent release in this proceeding of the number of
subscribers served by one of the resellers does not, and should
not, distort Springwich's record of commitment to its resellers.
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record therefore flatly contradicts the claim that the wholesale

carriers have not supported the resellers.
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Allegation: Resellers should be able to activate and
deactivate cellular numbers directly.

Response: In 1993, Springwich installed a new billing

system designed to give resellers the opportunity to activate and

deactivate cellular numbers directly. A trial of the system,

which requires dedication of personnel and resources by the

retail participants, is being conducted with two resellers to

ensure its failsafe operation. Tr. at 81-82, 897-98. (Indeed,

one of the two resellers initially participating in the trial had

to interrupt its participation due_ to its other business demands

on personnel and resources.) Springwich expects to offer direct

activation to all resellers once the trial is completed and the

system's fault-free operation confirmed. Tr. at 82. The

decision to do a market trial prior to system-wide roll-out is

only prudent where there i~ outside access to databases which

form the nerve center of Springwich's operation. To transform

the holding of such a preliminary trial into evidence of anti

competitive behavior simply demonstrates the level to which the

Resellers must sink to create a reason for continued regulation.

127679.1
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Connecticut Cellular Service Market and the Status of
Competition

1. DPUC Docket No. 84-08-16 Decision - The Southern New England
Telephone Company Tariff Filing To Provide Bulk Domestic
Public Cellular Radio Telecommunications Service

2. DPUC Docket No. 86-03-12 Decision - SNET Proposed Tariff
Concerning Attempt Charge for Incomplete Calls of Sonecor
Cellular Network

3. DPUC Docket No. 86-09-04 Decision - Application of Metro
Mobile CTS, Inc. for Approval of Wholesale Cellular Mobile
Telephone Service Tariff

4. DPUC Docket No. 87-10-23 Decision - SNET Cellular, Inc. 's
Proposed Revision to its Tariff

5. DPUC Docket No. 88-07-11 Decision - Application of SNET
Cellular, Inc. for Approval of Tariff Re: Public Cellular
Mobile Telephone Services Tariff

6. DPUC Docket No. 88-11-26 Decision - Application of Metro
Mobile CTS, Inc. - Revision to Wholesale Cellular Mobile
Telephone Service Tariff

7. DPUC Docket No. 90-01-03 Decision - Application of SNET
Cellular, Inc. to Change Tariff Name for SNET Cellular, Inc.
to Springwich Cellular Limited Partnership

8. DPUC Docket No. 90-08-03 Decision - Application of
Springwich Cellular Ltd. Partnership for a Declaratory
Ruling Re: Forbearance From Regulation of Rates of Cellular
Telephone Mobile Telephone Service

9. DPUC Docket No. 90-08-03 Decision - Application of
Springwich Cellular Ltd. Partnership for a Declaratory
Ruling Re: Forbearance From Regulation of Rates of Cellular
Telephone Mobile Telephone Service - Reopened

10. Revised Effective Rate Sheet for Springwich Intrastate
Wholesale Cellular Tariff Reducing Cellular Number
Monthly Rate by an Average of 35.1% Per Tier Filed
August 12, 1994 with the DPUC
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INDEX OF MAJOR DECISIONS OF THE
CONNECTICUT DEPARTMENT OF PUBLIC UTILITY AND CONTROL

CITED IN THE BRIEFS OF SPRINGWICH CELLULAR LIMITED PARTNERSHIp:;

I DOCKET ICASE IDECISION'S RELEVANCE I
84-08-16 The Southern New England Telephone -Approving min/max

Company Tariff Filing To Provide Bulk Domestic rate schedules as fair,
Public Cellular Radio Telecommunications reasonable, not unduly
Service discriminatory and consistent

with DPUC policy

86-03-12 SNET Proposed Tariff Concerning Attempt - Approving request for
Charge for Incomplete Calls of Sonecor Cellular reduction in call attempt charges
Network

86-09-04 Application of Metro Mobile CTS,Inc. for - Approving min/max
Approval of Wholesale Cellular Mobile rate schedules as fair,
Telephone Service Tariff reasonable, not unduly

discriminatory and consistent
with DPUC policy

87-10-23 SNET Cellular, Inc. 's Proposed Revision to its -Approving volume and length of
Tariffs service discounts as non-

discriminatory

-Approving tiered rate structure
of tariff as non-discriminatory
and equitable

- Approving reduction in
minimum attempt charge to zero

-Approving promotions

-Rejecting resellers' request for
increase in billing period for
payment of wholesale
bills from 30 to 75 days

88-07-11 Application of SNET Cellular, Inc. for Approval -Approving offering of
of Tariff Re: Public Cellular Radio Emergency emergency service
Service

:; This index and the attached decisions are not inclusive but represent the major decisions
cited in Springwich Cellular Limited Partnership's briefs.



DOCKET CASE DECISION'S RELEVANCE

88-11-26 Application of Metro Mobile CTS, Inc.- Revision -Recognizing an increase in
to Wholesale Cellular Mobile Telephone number of end users increased
Services Tariff competition between the

wholesale carriers

-Approving volume and length of
service discounts as non-
discriminatory and as providing
reseller with additional flexibility
in the marketplace

-Approving promotions

90-01-03 Application of SNET Cellular, Inc. to Change -Approving name change
Tariff Name for SNET Cellular, Inc. to the
Springwich Cellular Limited Partnership

90-08-03 Application of Springwich Cellular Ltd. -Determining state regulatory
Partnership for a Declaratory Ruling Re: criteria for forbearance had been
Forbearance From Regulation of Rates of met but that forbearance would
Cellular Telephone Mobile Telephone Service not enhance or expedite

competition in the competitive
evolution of cellular

-Finding wholesale prices to be
equitable

-Finding wholesale cellular
carriers were not pricing service
in abusive or discriminatory
manner

-Finding the provision of cellular
service adequate and efficient

-Finding cellular service rates
reflect prudent costs

90-08-03 Application of Springwich Cellular Ltd. - Terminating proceeding to
Partnership for a Declaratory Ruling Re: commence new investigation on
Forbearance From Regulation of Rates of whether to petition the FCC for
Cellular Telephone Mobile Telephone Service - continued rate regulation
Reopened
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ST A TE OF CONNECTICUT
DEPARTMENT OF PU'UC UTIUTY CONTROL

rocKEr MO. 84-08-16

SOUTBERN NEW EHGWID TELEPHONE COOANY
TARIFF FILIBG TO PIOVIDE B1JIl msTIC

PUBLIC cmu RADIO TELEC_lCATIONS SElVICE

DECISION

JAHUAlY 16, 1985

One Central P.rk Piau • New Brit.in. Connecticut O6OSI
All £qfMIl Oppo'tllll;t.'· EmploY"



DECISION

I. INTRODUCTION

A. Company Proposal

On AUlust 23. 1984 The Southern Hew Enaland Telephone COlipany (UCoapany"
or "SHETCO") filed with the Depart_nl of Public Utility Control ("Depart_nc"
or "DPUC"). purauant to Section 16-1-59A of the Reaul.Uon. of Connecticut
State ",eneies ("ReaulaUons"). t1 revision to its tariffs. The tariff. filed
for effect September 24.. 1984.. propo.e. the reaulationa. rates. and charaes
applicable for the provision of Bulk Domestic Public Cellular Radio
TelecolllllUnicat ions Service through a Division of the Company called Sonecor
Cellular.

B. Conduct of the Proceed ina

In accordance with Section 16-2(c) of the General Statute•• this matter
wa. a•• ianed to a panel of three of the Department's five eo.-is.ioners. whO
constitute the Public Utilities Control Authority ("Authority").

The Department. on its own motion. suspended the proposed effective datt
of the tariff, pursuant to Section 16-1-59A(d) of the Relulation.. Pursuant
to a notice of hearing dated November 5. 1984, the Department convened a
public h~arinl on this matter on November 16, and continued it on Oecemb~r 11.
and Dec~mber 17, 1984 in the offices of the Department, Hew Britain.
Connecticut.

C. Parties and Intervenors

The Company and the Division of Consumer Coun.el (OCC) were reeolnized
a. partie. in this proceedina. The Hartford Cellular Company, f1aasachuletts
and Connecticut Mobile Telephone Company, Nationwide Cellular Service, Lipman
Cellular Network. Inc., A-Z Auto, Inc., and CustOil Acceslorie.. Inc. were
recolnized as interven~rs in this proceedina.

11. APPLICANT'S EVIDENCE

A. General

The Southern New Enlland Telephone Coapany. a corporation under the
Statute. of the State of Connecticut. has it. principal offices at 227 Church
Street, New Haven, Connecticut. The Coapany .erve. 165 of 169 town. in the
state. Sonecor Cellular, a Divi.ion of the Co~ny, is located at 221 Whitney
Avenu., Mev Rav.n, Connecticut. It is • business unit of the Ce-pany which
has it. own books of account, d.dicated ....t., anel personnel witb the .01e
respon.ibilitJ for the operations of the c.l1~1.r .y.t...
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B. Provisionl of the Filinls

..

Pale 2

Accordinl to the Co.pany's application, the lubject filinl provides for
Sonecor Cellular to offer a new aervice to Connecticut lublcribers known al
Bulk Do.stic Public Cellular Radio Teleco-.unication. service (Bulk Cellular
Service). The service is .i.Uar to ulna a h-. or buine•• phon. vith the
exception that there are no vires or telephone pole.. The Ca.pan, .tated that
with speciall, destined tel.phon•• lll.t.lled in a car, truck, boat or .ven
portable phone. which fit in a bri.fca.e or pur.e, user. would experience the
.... hilh quality Irade of .ervic. and the .... ~.rn f.atur.s as off.red by
mod.rn wireline exchanle servic••

The Company propose. to offer the bulk ce11ul.r ••rviee to larle
end-users of cellular service and to .ubscribers (re••11.r.) who would ..rket
and retail this service to their end-u.er.. Th. eo.pany a1.0 plans to market
cellular services al a retan budn... unit throuah Son.cor Mobilephone, a
lubsidiary of the Coapany. Thie cellular retan bua!ne•• unit would obtain.
bulk cellular service fraa the Coapany at tariffed rat•• and would r.tai1 th•
• ervice directly to cuatOMrI throqh it. own .ervice identity known a5
Linx. The Company testified that the ••rvic. would ••t the need. of and
provide benefit to Connecticut buill..... and con.Wler. and that the propo.al:
would not alter any existin. rate or char•••

The Company .ubm! te.d the reau! ta of a Lon. Run lncre.ntal Analysis
(LRIA) cost study in suppo~ of its rate propo.a1. in this proc.edina. The.e
studies show a ten year cumulative present worth of net income of $8.4 million
at the proposed minimum rates. This level of income re.ult. in a 18.21
discounted cash flow (OCF) rate of return over the .... ten ,ear period. At
the proposed maximum rate, the correspondinl !iaure. are $7.8 .Ulion an'd
18.21 respectively. The propo.ed effective rate. would produce a ten year
cumulative present worth of n.t inca.. of $9.4 .il1ion and a 19.71 DCF rate of
return.

III. POSITIONS OF PARTIES AND INTERVENORS

A. Position of Masschusett.-Connecticut Mobile t.lephon. CO!pany

Mr. Henry Zaeh•• · founder of the COilpany, te.tified thAt it ··appear(ed)
that there is an indirect lubaidy in exi.tenc. b.tween SHET and Sonocor (.ic)
Mobi Ie Telephone ••• Of and rec~nd.d the D'UC exerci.. relu1atory powers
over the re.ellers of the cellular .ervice.

B. .o.ition of Nationvid. Cellular Servic•• Inc.

Mr. Matt Edvard., Vice-Pre.ident, te.tified that the DPUC .hould witbold
approval of Sonecor·. tariff until .uch U.. a. _r.in. are i.,roved, ter1U
and condition. are -are equitably balanced betwe.n Son.cor and ita
lubscriber., and the DPUC -aves tovards relulation of re••ller••
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C. Other Positions
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The OCC, Hartford Cellular Company. Lipllllln Cellular Network, Inc., A-Z
Auto. Inc., and Custom Accessories Inc. did not file any testimony.

IV. AUTHORITY ANALYSIS

A. Ceneral

Cellular service is a COMpetitive for- of -obile telephone service which
offen increased capilei ty and enhanced feature. when compared to existina
radio telephone systems. Accordinl to the Company, it has been ,ranted
approval from the Connecticut Sitin, Council to construct cellular facilities
in Hartford, Kiddlesex, New H.ven .nd Fairfield counties. On December 21,
1984 the Company was issued a licen.e to oper.te by the Federal Co.-unic.tlons
Conniuion (FCC) for the Cre.ter Hartford are.. In addition. the COIIpany
expects to belln providina service in the first quarter of 1985 for the New
Haven area and the late first quarter or early second quarter for Fairfield
County. It is hiahly specul.tive .t this point when the northwest and f.t
eastern sections of the st.te will have ~el1ul.r .ervice. In any market .rea,
as defined by the FCC, two competin, cellular carrier. will be licensed by it
to construct facilities to provide cellul.r service. The FCC has licenseel
only Sonecor Cellular at this ti_ and will licen.e another cellular carriei
to compete "'i th Sonecor Cellular in the near future.

The., geographic service area of a cellular syltem is broken up into a
number of relatively small relions or "cells" in which ulers are aUocated a
frequency (channel) only (or the cell they are occupyinl. The channels in
each cell become vacant as the user leaves the cell area the,reby permittina a
different user already present or a new user enterin, the cell to reUie them.
In this manner. the reuse of channel. in each cell will enable the n~r of
customers that can utilize ~bi1e telephones in a liven .ervice area to
increase. Each cell is served by a relatively low-power radio tran.llitter
with its own a.. ilned channels connected to • centr.l switchinl point by
telephone company landlines. Therefore, unlike conventional telephone
service. the cell Ii te, and mobile units are delicned for relatively short
ranle silnal transmislion. As a user pa••el throulh a cell. the silnal may
become weak and i. automaticall, switched by computer to a channel in the next
cell without interruption of the call. Adjacent cell. are as.ilned a
different .et of channels to preveftt interfereftce. Cell. .ufficiently far
apart can then .i~lt.neou.ly u.. the .... channel. and c.n be further
subdivided in order to pentit • cellul.r ',Ite. to crow a. the public need
dictates.

The Compafty intends to offer bulk cellul.r service throUlh a Divisiont.
Sone~ Cellular. with .e,.r.t. baak& of .ccouat~ dedic~~d _•••et. and
,DeCIMa" r ••ponaibH fo.r ~ Q;eraUan. Q.( the cellul.r I,.t... the propo.eel
t.riff would .llow the Ca.panJ to provide bulk cellular ••rvice to lub.criber.
(re.eUer.) who will market .nd retail this ••rvice to their customers or
end-user.. In addition, the Co-panJ plana to retail cellular service throuah


